The aim of this paper is to examine the internationalization joint ventures formed in emerging countries. More precisely, this consists in studying their survival rate and to relate it to variations in the relevant country risk of the emerging countries concerned. we will detail the method used for gathering and analyzing data and the characteristics of a sample of 139 internationalization joint ventures that were formed during year 1996 by foreign partners from the European Union and local partners belonging to different emerging countries (mainly Latin American, Asian and eastern European countries). The survival analysis was applied to a sample of 139 joint ventures, together with a log-logistic analysis of the impact of different country risk variables on the hazard rate of these joint ventures. Time-related variations were observed in their termination rate (i.e., inverted double U variation) and their hazard rate (i.e., curvilinear distribution with honeymoon effect). Concerning the impact of country risk, the results obtained provided only a partial confirmation of this impact: the relation between country risk and the joint venture survival is confirmed empirically, but only when the emerging country concerned undergoes deterioration of its risk as time progresses. In conclusion, the relation between these two variables exists but it is a discontinuous one.
Introduction
Why do companies get involved in joint ventures? Considering the large amount of work done on identifying the motives of the partners in joint ventures, this question seems almost trivial. The topic of the partners' motives corresponds to a research field that has been explored in every possible detail. Categorizations of joint ventures have even been drawn up, based on the criterion of the partners' motives. Most of these categorizations traditionally distinguish two major types of joint venture that each correspond to a specific motive: firstly, additive joint ventures (Garrette & Dussauge, 1995) and scale joint ventures (Hennart, 1988) whose aim is to attain economies of scope and scale; and secondly, complementary (Garrette & Dussauge, 1995) or link (Hennart, 1988) joint ventures that involve partners who are looking to combine distinct but complementary competencies within a joint project. These typologies were then refined and complemented by adding new types of joint ventures based on less general and more specific motives. In particular, this was the case with joint ventures of the "Trojan Horse" type, in which the partners engage in a learning race in order to acquire some of its ally's (or allies') competencies as quickly as possible (Hamel et al., 1989; Hamel, 1991) , and also restructuring or transition joint ventures (Nanda & Williamson, 1995) that enable one of the partners to discreetly get rid of a line of business that it considers marginal in relation to its core business. This refined detailed analysis of the partners' motives must not make us forget that the primary historic function of joint ventures is to enter emerging countries that are considered difficult to get into, for geopolitical, regulation-related or cultural reasons. By being initially careful to consider that a joint venture is formed "whenever two or more sponsors bring given assets to an independent legal entity and are paid for some or all of their contribution from the profits earned by that entity" (Hennart, 1988: 362) , it is useful to recall that the first joint venture experiments were carried out in the early years of the Soviet Union. It was against a background of the end of a civil war and serious economic crisis that Lenin authorized the formation of mixed capital ventures (with mixes of State/private and foreign/Soviet capital), as of November 1922. Thanks to this new form organization, certain American oil companies -Chevron Oil, Socony and Standard Oil of New Jersey, which resulted from the dismantling of the Standard Oil Trust (i.e. the famous "baby Standard Oils") -were able to exploit oilfields in the Baku area and Caspian Sea area, in association with Soviet State companies.
In general, these joint ventures involving internationalization or expansion into emerging countries are formed and organized as follows: the foreign partner, from a developed country, provides the joint venture with upstream resources such as funding and production technology (Connolly, 1984; Pan, 1996) , and the local partner provides downstream resources such as familiarity with local markets, access to the distribution network and personnel (Inkpen & Beamish, 1997; Kale & Anand, 2001) , and knowledge of local regulations and preferential access to the public powers (Kale & Anand, 2001 ). The aim of this paper is to examine these internationalization joint ventures formed in emerging countries. More precisely, this consists in studying their survival rate and to compare it with that of other types of joint ventures. Starting from the idea that this type of joint venture, more than any other, is affected by variations in the economic and political conditions of emerging countries, we also strove to relate their survival rate to variations in the relevant country risk of the emerging countries concerned. This paper is presented in the following parts: in a first section, we will present an analysis of existing research literature concerning the duration (longevity) and the survival rate of different types of joint ventures, and their most significant explanatory factors. The question of the impact of the country risk on these variables will also be presented in this part. In a second part, we will detail the method used for gathering and analyzing data and the characteristics of a sample of 139 internationalization joint ventures that were formed during year 1996 by foreign partners from the European Union and local partners belonging to different emerging countries. The third part will combine the results of the survival analysis applied to the 139 joint ventures of the sample, together with a log-logistic analysis of the impact of different country risk variables on the hazard rate of these joint ventures. In the last part, the results will be discussed by highlighting the survival rate of internationalization joint ventures and the most significant explanatory variables.
This last part will also discuss the specific character of this type of joint venture.
Joint Venture Survival and Duration: Definition and Impact of Country risk
Past research into joint ventures has frequently addressed the question of the performance of joint ventures. The measurements of this performance are diverse (measurements of economic and financial factors, stock market factors, satisfaction, duration, etc.) and they adopt different viewpoints (i.e., analysis of the performance from the viewpoint of the partners, or the viewpoint of the joint venture itself). But, far from opposing each other, these studies are part of a more general approach of triangulation of the performance of joint ventures. Duration and survival rate are some of these measurements that are used to evaluate performance, and more precisely the success of joint ventures. These two variables were the first measurements of the success of joint ventures, and they are still predominant in research literature.
Franko's study in 1971 initiated a whole school of research into the performance of joint ventures, based on survival analysis methodologies (Elandt-Johnson & Johnson, 1980; Cox & Oakes, 1983; Freeman et al., 1983) and considering that "there is a strong, positive correlation between the performance, the duration, and the survival of a joint venture" (Pearce, 1997: 203) .
This study is a standard reference work for studies of the survival of joint ventures because it was the first to formalize the different situations that may cause termination of the alliance. On the basis of a sample of 1,100 joint ventures formed between 1961 and 1968 by American companies investing abroad, Franko (1971) measured a 28.5% termination rate, and therefore a 71.5% survival rate, on the basis of the identification of three types of modification in the capital structure of these joint ventures during the analyzed period: 1) firstly, the American partner increases its share in the joint venture to more than 95%, thereby transforming it into subsidiary.
This situation amounts to a form of termination of the alliance that may be described as acquisition or "internalization" of the joint venture. 2) Then the American partner increases its share in the joint venture, but to a level below 95%. 3) Finally, the American partner transfers all its share to its partner, or all the partners agree to dissolve the joint venture. This situation corresponds to another form of termination of the alliance, which is pulling out of the joint venture. Of these three types of modification of the capital structure, one situation (i.e., 2) above)
is often left out of survival analyses because it refers to a form of the joint venture instability, but it is difficult to call it a real termination of the alliance. This is because, in this situation, as opposed to the other situations (i.e., 1) and 3) above), the joint venture continues to exist essentially in the same form as before its capital modification.
An analysis of existing research studies on the survival of joint ventures shows that some will completely adopt (Blodgett, 1992; Barkema & Vermeulen, 1997) or slightly adapt (Kogut, 1988 (Kogut, , 1989 (Kogut, et 1991 Park & Russo, 1996; Park & Ungson, 1997; Leung, 1997; Hennart et al., 1998; Shi, 1998; Delios & Beamish, 2001 ) the variables of the joint venture termination presented in Franko's study (1971) . The main adaptation concerns the scope of variables that measure the joint venture termination. Therefore certain studies have limited measurement of the termination by only studying forms of acquisition and/or pulling out of joint ventures. This is the case of studies by Kogut (1988 Kogut ( & 1991 , Park & Russo (1996) and Shi (1998) in which the failure of joint ventures is measured by the number of dissolutions and acquisitions. Leung (1997 ), Hennart et al. (1998 and Delios & Beamish (2001) chose to measure termination by pulling out (sell-offs and dissolutions) of joint ventures. Kogut (1989) and Park & Ungson (1997) limited measurement of the termination to only dissolutions. Table 1 presents a summary of survival studies that explicitly identified duration, survival rate and sometimes the form of variation in the annual hazard rate of joint ventures. On these different points, results in Table 1 are found to be in agreement. Firstly, it is seen that around 15% of joint ventures end in their first two years of existence, and around 50% in the six years following their creation. The analysis of the annual termination rate -defined as the ratio of (a) the number of joint ventures that ended during the studied year, and (b) the total number of joint ventures that survived -reveals two periods during which there is a higher increase than normal in this rate. The first high-risk period is during the third year of existence, and the second during the sixth or seventh year. Independently of the reasons that can cause dissolution, acquisition or pulling out of a joint venture, it is interesting to note that the average survival of the joint venture seems to be especially threatened during these two periods. Each of these periods corresponds to a critical phase of destabilization and questioning of the joint venture. Table 1 also shows that conclusions on the duration, the survival and the high-risk periods of joint ventures are virtually the same, irrespective of the nature -domestic or international -of joint ventures.
Consequently, these conclusions may be extended to internationalization joint ventures, even if certain results in Table 1 concerned joint ventures of which one essential function was to enable foreign companies to enter the United States.
In order to identify variations in the duration and the survival rate of joint ventures, some studies developed and tested explanatory models including a varying number of variables. The variables most frequently tested by these studies include: equity ownership (Blodgett, 1992; Park & Russo, 1996; Park & Ungson, 1997) , the domestic or international nature of the joint venture (Kogut, 1988; Park & Russo, 1996; Park & Ungson, 1997; Shi, 1998) , the cultural gap (Park & Ungson, 1997; Barkema & Vermeulen, 1997) , the existence of previous relations between partners (Kogut, 1989 (Kogut, et 1991 Park & Ungson, 1997) , the joint venture size (Kogut, 1988; Park & Russo, 1996; Park & Ungson, 1997; Shi, 1998) , and the partners' previous experience of the joint venture's investment mode -i.e., their mode experience - (Park & Russo, 1996; Delios & Beamish, 2001 ) and of the country or countries in question -i.e., their country experience - (Barkema & Vermeulen, 1997; Hennart et al., 1998; Delios & Beamish, 2001 ). To our knowledge, the impact of country risk on the joint venture survival was only tested in the study by Barkema & Vermeulen (1997) . On the basis of a sample of 828 joint ventures formed between 1966 and 1994 by 25 Dutch multinational companies that invested in 72 different countries, this study showed that the country risk did not significantly affect the survival of internationalization joint ventures. However, we find it difficult to formulate a definitive conclusion on the impact of country risk on the basis of a single study focused on internationalization joint ventures formed by Dutch companies and to apply this conclusion generally to all internationalization joint ventures. Furthermore, other factors lead us to further examine the question of the impact of country risk on the survival of joint ventures and to envisage new tests to confirm such results.
Studies using another measurement of the performance of internationalization joint venturesi.e., stock market reactions to announcements of the formation of these joint venturesidentified a significant negative stock market impact of country risk (for the two countries concerned, China and Russia) for American partners (Cheng & MacDonald, 1998) and French partners (Meschi & Hubler, 2003) . Inverted double U variation with a first peak at 1 year (20.7%) and a second peak at 6 years (25%)
No differences in survival rate * The period between parentheses corresponds the reference period during which announcements of formation of joint ventures were gathered ** The annual termination rate is equal to the ratio of (a) the number of joint ventures that ended during the studied year and (b) the total number of joint ventures that survived *** This column presents results concerning the existence of differences in survival rate between domestic and international joint ventures
Research Methodology: Sample, Survival analysis and Variables
This study is based on a sample of 139 joint ventures involving internationalization or expansion into emerging countries, including at least one partner from countries of the European Union and for which the announcement of their foundation was made between January 1996 and December 1996. These announcements were gathered and cross-referenced Table 2 shows, year by year during the entire period analyzed, the number of joint ventures that were dissolved, sold off or acquired, and thereby calculate the annual termination rate of joint ventures in this sample. The analysis of annual termination rate of internationalization joint ventures reveals an identical trend to that observed in research literature (Kogut, 1988 (Kogut, , 1989 (Kogut, et 1991 Park & Russo, 1996; Shi, 1998) : an inverted double U variation pattern is observed with two specific years (the third and fifth) during which there is a greater than normal increase in this rate.
The joint venture duration, which is the dependent variable of this study, was measured in numbers of years. For non-censored joint ventures -i.e., those that ended before the end of the period analyzed -the duration is deduced by calculating the number of years between the creation and the end of the joint venture. For censored joint ventures -i.e., those that did not end before the end of the period analyzed -the duration is also equal to the number of years that passed between the creation and the end of the period analyzed. Therefore the maximum duration of joint ventures in the sample is 7.5 years. By statistical analysis of survival, it is possible to derive a model of the duration or longevity of joint ventures, by estimating their hazard rate. The hazard rate is defined as "the probability that an individual would experience an event in an interval from time t to t+s, given that the individual is at risk from time t" (Allison, 1984: 23) . Figure 1 shows the annual variation in the hazard rate of joint ventures. ventures. This figure shows that the probability of termination of internationalization joint ventures is low in the first two years of their existence and only becomes significant from the second year to the fourth year. This observation is in agreement with that of Park & Russo (1996) and Hennart et al. (1998) , who identified a honeymoon effect in their sample of joint ventures. This honeymoon effect was first established by Levinthal & Fichman (1988) after survival analysis of relations between audit companies and their clients. In the more general discussion of the survival of organizations, this effect is opposed to the liability of newness, which is put forward by the population ecology of organizations school (Caroll & Delacroix, 1982; Freeman et al., 1983) , which itself refers to a very high hazard rate in the very first years of an organization's existence.
In order to explain variations in the hazard rate of joint ventures, independent variables were introduced into a regression model. However, it was firstly necessary to find the regression model that had the best adjustment of hazard rate distribution. Four models were and category 3 to joint ventures formed in countries with low country risk (overall score of more than 0.75). Table 3 presents the distribution of the three country risk variables in the sample. At the end of the analyzed period, the analysis of the average overall country risk score reveals a relatively high country risk for the joint ventures concerned. , 1996-2003) . It must be remembered that this period was marked by major regional crises that resulted in a sometimes very marked deterioration in country risk score, particularly Asian, Russian and Latin American crises. An analysis limited to only those joint ventures that experienced negative variation in country risk during the analyzed period shows that more than two thirds of joint ventures belong to categories 2 and 3, i.e. they concern emerging countries whose country risk was low or very low in 1996 and then greatly deteriorated a few years later.
The control variables are: "inclusion of a local State partner" (0-yes, 1-no), "line of business" (0-industry, 1-services), "geographic area" (1/ "Asia", 0-yes, 1-no; 2/ "Latin America", 0-yes, 1-no; "Central & Eastern Europe", 0-yes, 1-no) of the joint venture; and "equity ownership" between partners (0-50/50, 1-unequal equity ownership). Table 4 shows the distribution of control variables in the sample. By studying Table 4 , it is possible to identify the following trends within the sample: (1) The local partners involved are mainly private companies; (2) Joint ventures are mainly formed for industrial purposes and in the Asian area; (3) Most joint ventures are of the 50/50 type.
Analysis of the Impact of Country Risk on the Survival of Internationalization Joint
Ventures Table 5 presents a matrix of correlations between the different quantitative variables that are used in the log-logistic regression model. Leaving aside marked correlations involving one or all of the three dummy variables of geographic area (i.e., Asia, Latin America, and
Central & Eastern Europe), Table 5 shows that the strongest correlation is that associating (a) the inclusion of a local public partner within joint ventures and (b) the survival of joint ventures (r = -0.25). In other words, the correlation matrix of does not show any particular problems of colinearity between explanatory variables. * p < .1 ** p < .05 *** p < .01 (two-tailed tests) a « Joint Venture Survival » is a dummy variable (0-yes; 1-no). This variable was used to obtain the duration and hazard rate of joint ventures. Table 6 presents (Raveed & Renforth, 1983) . The negative impact of 50/50 equity ownership is a result that is part of a classic debate, started in the 1980s (Killing, 1983; Gomes-Casseres, 1987; Shenkar & Zeira, 1990; Bleeke & Ernst, 1991) and which aims to
show that the sharing of equity ownership is one of the main factors that determines the joint venture stability or instability. This result is identical to that obtained by Blodgett (1992) , Park & Ungson (1997) and Meschi (2003) , who reached the conclusion that sell-offs and dissolutions of joint ventures appear to be more important and more significant in "50/50" type joint ventures than in joint ventures with unequal equity ownership.
Conclusion
This paper had two aims: to examine the survival of internationalization joint ventures formed in emerging countries, and to relate their hazard rate to variations in the country risk of the emerging countries concerned. The decision to address these questions was motivated by the idea that joint ventures formed for internationalization or for expansion into emerging countries are apparently more unstable than other types of joint ventures, and that country risk is a major explanatory factor of this instability. This idea is based on the results of various research studies (Raveed & Renforth, 1983; Lee & Beamish, 1995 ; Kale & Anand, 2001 ) that were summarized by Yan (1998: 773) The results obtained from the survival analysis question the specificity of internationalization joint ventures as regards stability, and more precisely duration.
Concerning the survival of internationalization joint ventures formed in emerging countries, time-related variations observed in their termination rate (i.e., inverted double U variation) and their hazard rate (i.e., curvilinear distribution with honeymoon effect) are identical to those revealed by research literature (Kogut, 1988 (Kogut, , 1989 (Kogut, et 1991 Park & Russo, 1996; Hennart et al., 1998; Shi, 1998) for different types of joint ventures (domestic joint ventures, international joint ventures formed in developed countries, etc.). To sum up, the agreement between our results and those in existing research literature leads us to refute the idea of such a specificity of the time-related variation of joint ventures that are formed for internationalization or for expansion into emerging countries.
What is the role played by country risk in the instability and the outcome of internationalization joint ventures? In the context of emerging countries, country risk is part of these explanatory variables that are normally considered to be critical for the survival of joint ventures (Yan, 1998) . However, its impact is not always empirically confirmed in every case. Questions remain concerning the real impact of country risk and its variations in time, but also concerning the nature (uniform/non-uniform, continuous/discontinuous) of this impact. The results obtained provide only a partial confirmation of the impact of country risk:
the relation between country risk and the joint venture survival is confirmed empirically, but only when the emerging country concerned undergoes deterioration of its risk as time progresses. The relation between these two variables is discontinuous. It is confirmed and negative in the case of countries that accumulate risk, but disappears in the case of countries whose risk is minor.
By trying to identify the role played by the country risk, this paper contributes to the knowledge of factors that explain the termination of joint ventures. Of course, the outcome of joint ventures could not be explained exclusively by the country risk and its variations.
However, this study shows that, among the economic and political factors affecting the survival of joint ventures which were grouped together under the expression unexpected local contingencies by Yan (1998: 778) , the country risk is an important factor. In the continuation of this research, it would be interesting to analyze the other major factor belonging to this category of unexpected local contingencies, that is, local legislation concerning direct foreign investment and the easing of its restrictions as time progresses, and to compare its impact on the survival of joint ventures with the impact of country risk. Like country risk and its variations, local legislation concerning direct foreign investment and the easing of its restrictions are considered to be critical for the survival of joint ventures. However, here again, the empirical confirmation of this relation is questioned, between, on one hand, studies that confirm the existence of such an impact (Kale & Anand, 2001 ) and, on the other hand, studies that find no such impact (Prevot & Meschi, 2003) .
